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Summary 

Under the federal-state Unemployment Insurance (UI) system, there is currently no prohibition on 
the receipt of UI benefits by high-income unemployed workers. States, which determine many of 
the eligibility requirements for UI benefits, may not restrict eligibility based on individual or 
household income. 

Recent Congresses, however, have considered proposals to restrict the payment of unemployment 
benefits to high-income individuals. These proposals define high income in a variety of ways — 
often prohibiting UI benefits for “millionaires.” For instance, in the 1 12 th Congress, the House- 
passed version of H.R. 3630 (the Middle Class Tax Relief and Job Creation Act) included a 
provision that would have imposed an income tax on unemployment benefits for high-income 
individuals. Based on a scaled approach, the tax would have increased to 100% for a single tax 
filer with Adjusted Gross Income (AGI) of $1 million (or AGI of $2 million for a married couple 
filing a joint return). The provision, however, was not included in the final version of the 
legislation that became RL. 1 12-96. 

Several other bills introduced in the 1 12 th Congress wordd have restricted unemployment benefit 
receipt based on income (i.e., they would change the current requirement to provide 
unemployment benefits to all workers without income restrictions): S. 1944, H.R. 235, and S. 

3 10. A number of bills in the 1 13 th Congress would also impose income restrictions for the 
purposes of UI benefits: S. 18, H.R. 2448, H.R. 3979, H.R. 4415, H.R. 4550 S. Arndt 2714, S. 
2097, S. 2148, and S. 2149. 

To inform the ongoing policy debate, this report provides information relevant to proposals that 
would restrict the payment of unemployment benefits to individuals with high incomes. Three 
primary areas that may be of interest to lawmakers are addressed: (1) the current U.S. Department 
of Labor (DOL) opinion on means-testing UI benefits; (2) the potential number of people who 
would be affected by such proposals; and (3) policy considerations such as the potential savings 
associated with such proposals, particularly in terms of federal expenditures. The latter two issues 
are discussed because a small percentage (approximately 0.02%) of tax filers receiving 
unemployment benefit income had AGI of $1 million or more in tax years 2010 and 2011 based 
on Internal Revenue Service (IRS) data. 



Congressional Research Service 



Receipt of UI by Higher-Income Unemployed Workers ("Millionaires") 



Contents 

Background 1 

The Unemployment Insurance System 2 

Current Law — Individuals Must Receive UI Benefits Regardless of Individual or 

Household Income 2 

Distribution of Household Income and Unemployment Benefits 3 

Policy Considerations 5 

Potential Impact of Restricting UI Benefits on Federal Outlays 5 

Potential Administrative Costs 6 

Other Potential Admini s trative Issues 7 

Other Considerations 8 

Legislation 8 

The 1 12 th Congress 8 

The 1 13 th Congress 9 

Tables 

Table 1. Number of Tax Filers Receiving Unemployment Benefit Income 4 

Table 2. Amount of Unemployment Benefit Income Received by Tax Filers 5 

Contacts 

Author Contact Information 1 1 

Acknowledgments 11 



Congressional Research Service 



Receipt of UI by Higher-Income Unemployed Workers ("Millionaires") 



Background 

In response to the sustained period of high unemployment during the last recession, which began 
in December 2007 and ended in June 2009, Congress enacted several temporary laws to extend 
Unemployment Insurance (UI) benefits. For instance, from July 2008 through December 2013, 
the now-expired Emergency Unemployment Compensation (EUC08) program provided federally 
financed UI benefits in addition to state-financed, regular benefits available through the 
permanent-law Unemployment Compensation (UC) program. 1 This temporary extension of UI 
benefits took place at a time when the federal government and the states faced serious budgetary 
pressures. In recent years, various proposals have been offered to reduce the large and growing 
federal budget deficits, as well as to make various reforms to the UI system, including measures 
to alleviate state UI financing stress and to improve the solvency of the UI trust fund. 2 

In this context of increased spending on UI benefits amidst ongoing concerns about the level of 
federal budget deficits, proposals to restrict the receipt of unemployment benefits by high-income 
individuals emerged. For example, in the 112 th Congress, the House-passed version of H.R. 3630, 
the Middle Class Tax Relief and Job Creation Act, included a provision that would have imposed 
an income tax on unemployment benefits for high-income individuals. Using a scaled approach, 
the percentage of unemployment benefits subject to tax would have increased with an individual’s 
Adjusted Gross Income (AGI) — beginning with AGI of $750,000 for a single tax filer and $1.5 
million for a married couple filing a joint return. Under this proposal, unemployment benefits 
would have been taxed at 1 00% for a single tax filer with AGI of $ 1 million and for a married 
couple filing a joint return with AGI of $2 million. The final version of H.R. 3630 enacted by 
Congress and signed into law by President Obama (P.L. 112-96, signed on February 22, 2012) 
extended UI benefits, among other provisions. It did not, however, include the provision in the 
House-passed version of the bill that would have restricted unemployment benefit receipt based 
on income. 3 

While the debate in Congress commonly refers to a proposed policy of restricting the receipt of 
unemployment benefits by “millionaires,” various proposals have specified different income 
thresholds. For example, one proposal would have placed restrictions on unemployment benefit 
income for a single tax filer with AGI of at least $750,000 (or at least $1.5 million for a married 
couple filing a joint return). Another proposal would have placed restrictions on unemployment 
benefit income for a single tax filer with AGI of at least $500,000 (or at least $1 million for a 
married couple filing jointly). Although the proposals varied in how they define high-income 
individuals, each would have restricted individuals and households with incomes above a 
specified threshold from receiving unemployment benefits. 

This report addresses many of the questions that have arisen regarding such proposals, including 
the potential number of people who would be affected and the potential savings to federal and 
state governments. To place these proposals into context, the report provides a brief overview of 



1 For information on EUC08, see CRS Report R42444, Emergency Unemployment Compensation (EUC08): Current 
Status of Benefits, by Julie M. Whittaker and Katelin P. Isaacs. 

“ For more information, see CRS Report RS22954, The Unemployment Trust Fund (UTF): State Insolvency and 
Federal Loans to States, by Julie M. Whittaker. 

3 For information on the Unemployment Insurance (UI) provisions in P.L. 112-96 and P.L. 112-240, see CRS Report 
R4 1 662, Unemployment Insurance: Legislative Issues in the 1 12 th Congress, by Julie M. Whittaker and Katelin P. 
Isaacs. 
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